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Welcome to Hot Bites from Mexico, a weekly review of issues of interest to the U.S. agricultural
community.  The topics covered in this report reflect developments in Mexico that have been
garnered during travel around the country, reported in the media, or offered by host country
officials and agricultural analysts.  Readers should understand that press articles are included in
this report to provide insights into the Mexican "mood" facing U.S. agricultural exporters. 
Significant issues will be expanded upon in subsequent reports from this office.

DISCLAIMER: Any press summary contained herein does NOT reflect USDA’s, the US
Embassy’s, or any other US Government agency’s point of view or official policy.

27 SUGAR MILLS ARE EXPROPRIATED

On Monday, September 3, 2001, the Mexican government announced in the Diario Oficial
(Federal Register), that it was expropriating 27 failing sugar mills "for reasons of public utility"
to ensure continued sugar production that has averaged over 4.5 MMT per year.  This is the first
step to organize and restructure the national sugar sector.  The Government will take total control
of nine sugar mills from Grupo Azucarero Escorpion that has a debt of US$878 million, six mills
from Grupo Santos with a debt of US$200 million, six mills of Grupo Azucarero Mexico that has
a debt of US$30 million, four mills from Grupo Machado with a debt of US$22 million and two
sugar mills that were already under government liquidation process.  A new state-run company
will be created in the next three months to run the mills for the upcoming season and until they
are resold.  The Government is considering compensation for the owners of the mills but it is not
clear what form it will take.  The Secretariat of Treasury (SHCP) indicated, however, that in
several cases the debts are well over the value of current assets, so some mill owners will have to
give additional guarantees to the government.  The announcement also states that the rights of the
mill workers will be respected according to Mexican labor law.  (Source:  Diario Oficial, El
Economista, Reforma, el Financiero, The News, 9/4/01)

SUGAR MILL EXPROPRIATION DRAWS MIXED REACTION

Monday’s surprise expropriation of 27 of the nation’s sugar mills sent shockwaves through
business and political circles as the country woke up to the largest government rescue project
since the nation’s banks were bailed out in 1995.  Sugar farmers on Tuesday commended the
rescue mounted by the Vincente Fox administration.  However, the government came under fire
as local media and legislators compared the action to the massive bailout of the banking system
by the previous administration after the 1994-95 peso crisis.  During the bailout, the government
assumed billions of dollars of bad debts, passing on the costs of the bank’s mismanagement to
taxpayers.  A legislator from the Institutional Revolutionary Party (PRI) said the expropriation
was a very unfortunate policy.  He asked what message this was sending to the private sector,
"Come and get a government loan, then run your company into the ground and leave your
problems to the taxpayers."   (Source, The News, 9/5/01)

U.S. SLOWDOWN EXPOSES MEXICO’S WEAK SPOTS
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The dire effect of the U.S. economic engine’s deceleration upon Mexico’s growth has
highlighted the underdevelopment of Mexico’s domestic economy, analysts warn.  Jose Valles,
president of the Mexican Institute of Finance Executives (IMEF) said Mexico is too dependent
upon the United States.  He further stated that, "The political system needs to speed up the
implementation of urgent structural reforms, fiscal, labor and energy, to foster growth that can be
managed domestically."  The U.S. slowdown has hit Mexico hard.  Annualized growth in
exports, 85 percent of which are sent to the United States, dropped from 20 percent last
November to around minus 1 percent in June, the IMEF said.    They further said that the
uncertainty over when the United States will pick up and draw Mexico out of its current slump
has led private sector investment to fall 6.7 percent in the second quarter of 2001 compared to the
same quarter last year.  Valles was further quoted as saying, "countries with a steadily increasing
gross domestic product (GDP) also have high rates of growth in available credit.  The absence of
credit in Mexico has excessively tied the nation’s GDP to U.S. performance."   (Source:  The
News, 9/6/01)

MORE NUTS ON THE WAY

Mexican Pecan production should significantly increase in the next three to five years, given
normal growing conditions.  Farmers have continued planting new trees in response to the
attractive prices associated with the U.S. export market, which favors some of the new Mexican
pecan varieties.  If prices continue to be relatively attractive, this trend of new plantings should
continue for the foreseeable future.  Production for MY2002 (October/September) is forecast to
increase to 63,000 MT or about 1.6 percent over MY2001 production.  This increase is due to the
alternate bearing crop cycle in several producing states.  (Source:  OAA/Mexico City, 9/05/01)

REMINDER FOR PUBLIC COMMENTS ON PENDING PROPOSED REGULATIONS

PROY-NOM-066-FITO-2001:  Proposal for modification of the Mexican Official rule
concerning requirements and phytosanitary specifications for the transportation of avocado fruits
for export and domestic market, dated July 10, 2001.  Deadline for Comments:  September 8,
2001.

PROY-NOM-079-FITO-2000:  Requirements and phytosanitary specifications for the production
and mobilization of propagative material free of tristeza virus and other types of viruses
associated with citrus, dated July 12, 2001.  Deadline for Comments:  September 10, 2001.

PROY-NOM-081-FITO-2001:  Proposed rule for the handling and elimination of sources of
infestation of nonregulated pests, by means of establishing or regulating planting, harvest and
destruction of residue dates.  Deadline for Comments:  October 29, 2001.

REPORTS SUBMITTED RECENTLY BY FAS/MEXICO
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FIND US ON THE NET

We are available at http://www.atomexico.gob.mx or visit our headquarter's home page at
http://www.fas.usda.gov for a complete selection of FAS' worldwide agricultural reporting.

FAS/MEXICO EMAIL

To reach us at FAS/Mexico City, email us at: 
AgMexico@fas.usda.gov, ATOMexico@fas.usda.gov.


